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Global Convertible Strategy
Market Overview

“Brexit,” much of the lost ground was regained by quarter-end. The

TIn a period of high market volatility and continued ultra-low interest

Brexit vote notwithstanding, U.S. economic data released during the

rates in many key economies, the global convertible market provided

period was largely supportive. U.S. manufacturing numbers were solid

relative resilience and participated in gains during the quarter, as the BofA

as the 51.4 ISM index and the 56.8 Chicago PMI numbers surpassed

Merrill Lynch Global 300 Convertible Index (G300) returned 2.14% in the

expectations, showing improvement over previous reports. First quarter

period. U.S. convertibles returned 3.63% versus the 2.76% return of their

economic growth estimates were also revised above expectations,

underlying equities. In terms of stark contrasts, European convertibles

and the June consumer confidence data showed improving consumer

declined -3.26% during the quarter while Japanese domestic convertibles

sentiment. Conversely, the durable goods orders reading came in below

shot up 14.18% with gains driven largely by the appreciation in the yen.

expectations, while the report on leading indicators was also soft.

Emerging market convertibles trailed other regions, sliding -1.26% in the

Performance Review

quarter. Globally, investment grade convertibles returned 0.54% versus
the 2.69% return in below investment grade issues, as measured by the
BofA Merrill Lynch Investment Grade Global Index and BofA Merrill Lynch

Selection in the health care sector detracted from performance during the
period, as holdings within pharmaceuticals and the managed health care
industry lagged.

Below Investment Grade Global Index, respectively. New convertible
issuance was moderate in the quarter, totaling $22.3 billion globally

Security selection in consumer discretionary also held back comparative

according to BofA Merrill Lynch.

returns. Over the period, the portfolio’s apparel, accessories and luxury

During the quarter, the market focused primarily on the U.K. vote to leave
the European Union. Markets trended higher as polls taken prior to the

goods, and Internet retail names fell short of their index peers.

Selection in the energy sector proved supportive to performance, notably

referendum strongly suggested the U.K. would remain. Market sentiment

strong selection in the oil and gas exploration and production industry.

was further bolstered by the Fed’s decision to hold interest rates steady
and the European Central Bank’s entry into its Corporate Sector Purchase

The portfolio also derived value from selection in the telecom services

Program. While the market sold off sharply following the U.K.’s vote to

sector. The lack of exposure to the badly performing communications

FIGURE 1. CALAMOS GLOBAL CONVERTIBLE STRATEGY RETURNS
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All portfolio positioning and sector information is for a representative portfolio. Please see last page for additional information.
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FIGURE 2. REPRESENTATIVE PORTFOLIO PERFORMANCE VERSUS THE BofA MERRILL
LYNCH GLOBAL 300 CONVERTIBLE INDEX

benefiting from asset reflation and export opportunities, detracted value
in the period as the region trailed, and portfolio holdings underperformed
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equipment industry helped as did strong selection in the wireless
telecommunication services sector where the portfolio’s holdings
outperformed index peers by more than 1,100 basis points.

world, we continue to expect periods of elevated volatility and believe this
environment to be favorable for actively managed convertible portfolios.

The strategy is allocated heaviest to convertibles displaying attractive
risk-reward attributes relative to their underlying common stocks. During
a volatile market, we believe these issues are poised to participate in
the upside of their underlying stocks while also providing a measure of
downside protection should the equities decline.

The portfolio maintained an active overweight to convertibles displaying
balanced or the most attractive risk/reward, attributes (total return
convertibles), with corresponding underweights to the most equity and
credit sensitive segments of the market. As total-return convertibles
lagged equity-sensitive and credit-sensitive issues in the index, our
positioning impeded relative returns.

The portfolio’s relatively higher credit quality positioning also detracted
from quarterly results. A significant active underweight to the CCC
segment of the market hindered portfolio performance, as these issues
outperformed the benchmark’s aggregate return.

In terms of changes made to the portfolio over the reporting period, we
increased allocations to the financials and consumer discretionary sectors
and we trimmed holdings in information technology and materials.

Outlook
Moving forward, we expect to see modest economic growth globally and
do not anticipate an imminent recession. While monetary policies should
remain globally accommodative, fiscal policy decisions will be necessary
to defining the way forward. We believe that it will be challenging to
break out of a tepid-growth environment in the absence of policies
and regulations that will encourage and reward entrepreneurship and

2

From a regional perspective, we held a sizeable weight in Europe,

responsible risk taking. While growth will be modest, we expect many

reflecting our view of stabilizing economic data, an upside in corporate

factors to fuel volatility for the remainder of the year. These factors

margins and the European Central Bank’s extensive monetary policy

include the Brexit aftermath, the U.S. presidential election, central bank

accommodation. This allocation, in addition to an emphasis on companies

policy shifts and global growth concerns. While the recent Brexit vote

All portfolio positioning and sector information is for a representative portfolio. Please see last page for additional information.
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FIGURE 3. SECTOR ALLOCATIONS VERSUS THE BofA MERRILL LYNCH GLOBAL 300 CONVERTIBLE INDEX
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This strategy is actively managed. Holdings, weightings and allocations are subject to change daily. Sector weightings exclude cash or cash equivalents, any government/sovereign bonds or broad
based index hedging securities/options the portfolio may hold.

FIGURE 4. COUNTRY WEIGHTS VERSUS BofA MERRILL LYNCH GLOBAL 300 CONVERTIBLE INDEX
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This strategy is actively managed. Holdings, weightings and allocations are subject to change daily. Companies are classified geographically according to their country of domicile. Geographical
distribution tables exclude any options on broad market indexes the portfolio may hold.

foists uncertainties on the markets, we do not foresee a systemic market

a modest to slow growth environment, we favor well-priced growth over

collapse as this is not a financially driven collapse. We expect Germany

value names and have continued to favor the information technology,

to work hard to hold the European Union together and there may be

health care, and consumer discretionary sectors. We are favoring hybrid

increased openness to compromise. The ambiguity calls for a heightened

structures within the convertible market that are not overly sensitive to

caution in positioning and we expect earnings guidance to be muted,

equity market volatility. As interest rates continue to hit new historic lows,

especially for currency sensitive companies. We are vigilant to a potential

we also believe that convertibles are less vulnerable to changing interest

nationalist and socialist snowball effect and have positioned our portfolios

rates and that it is important to be positioned ahead of rate rises.

with the understanding that capital tends to go where it is treated best. In

The representative portfolio information described in both charts above represents a representative account managed in the Global Convertible strategy. Other clients’
portfolios may differ mainly due to individual restrictions and timing of purchases and sales. All portfolio positioning and sector information is for a representative portfolio.
Please see last page for additional information.
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Past performance does not guarantee or indicate future results. Portfolios are managed according to their respective
strategies which may differ significantly in terms of security holdings, industry weightings, and asset allocation from those of
the benchmark(s). Portfolio performance, characteristics and volatility may differ from the benchmark(s) shown. There is no
guarantee that the investment goals/objectives will be met. Indices are unmanaged and one cannot invest directly in an index.
The information portrayed is for the Calamos Global Convertible Composite. Representative holdings and portfolio
characteristics are for the Representative Portfolio shown and are specific only to the portfolio shown at that point in time.
Other portfolios will vary in composition, characteristics, and will experience different investment results. The representative
portfolio shown has been selected by the advisor based on account characteristics that the advisor feels accurately represents
the investment strategy as a whole.
The opinions referenced are as of the date of publication and are subject to change due to changes in the market or economic
conditions and may not necessarily come to pass. Information contained herein is for informational purposes only and should not
be considered investment advice.
Investments in overseas markets pose special risks, including currency fluctuation and political risks, and the strategy is expected
to be more volatile than that of a U.S. only strategy. These risks are generally intensified for investments in emerging markets.
The information provided in this report should not be considered a recommendation to purchase or sell any industry, sector or
particular security. There is no assurance that any industry, sector or security discussed herein will remain in a client’s account at
the time of reading this report or that industry, sectors or securities sold have not been repurchased. The industries, sectors, or
securities discussed herein do not represent a client’s entire account and in the aggregate may represent only a small percentage
of an account’s holdings.
It should not be assumed that any of the securities transactions or holdings discussed were or will prove to be profitable, or that
the investment recommendations or decisions we make in the future will be profitable or will equal the investment performance
of the securities discussed herein.
Performance returns presented reflect, unless otherwise noted the Calamos Global Convertible Composite which is an actively
managed composite investing primarily in a globally diversified portfolio of convertible securities. The composite includes all fully
discretionary fee-paying accounts, including those no longer with the Firm. All returns are net of commission and other similar
fees charged on securities transactions and include reinvestment of net realized gains and interest.
Country Return Statistics: Unless otherwise noted, country equity returns are based on the appropriate MSCI Index for the country listed.
The MSCI Europe Index is a free float-adjusted market capitalization weighted index that is designed to measure the equity market
performance of the developed markets in Europe. The MSCI Japan Index is a free float-adjusted market capitalization weighted index that
is designed to measure the equity market performance of the developed markets in Japan. The MSCI World Index is a market capitalization
weighted index composed of companies representative of the market structure of developed market countries in North America, Europe,
and the Asia/Pacific Region. The BofA Merrill Lynch Global 300 Convertible Index (G300) is a global convertible index composed of
companies representative of the market structure of countries in North America, Europe and the Asia/Pacific region.
Unmanaged index returns assume reinvestment of any and all distributions and, do not reflect fees, expenses or sales charges. Investors
cannot invest directly in an index.

Fees include the investment advisory fee charge by Calamos
Advisors LLC. Returns greater than 12 months are annualized. All
returns are net of commission and other similar fees charged on
securities transactions and include reinvestment of net realized
gains and interest. Chart Data Sources: Calamos Advisors LLC and
Mellon Analytical Solutions LLC.
Average annual total return measures net investment income and
capital gain or loss from portfolio investments as an annualized
average assuming reinvestment of dividends and capital gains
distributions.
Calamos Advisors LLC is a federally registered investment advisor.
Form ADV Part 2A, which provides background information
about the firm and its business practices, is available upon written
request to:
Calamos Advisors LLC
2020 Calamos Court
Naperville, IL 60563-2787
Attn: Compliance Officer
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